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THAILAND - KEY ECONOMIC INDICATORS 


All value in US$ million and represent 
eriod averages unless otherwise indicated 
1.00 = Baht 27.14(1985) 
Baht 26.27(1986) 1985 
Baht 25.71(1987) 








Exchange Rate: 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 36,728 
Per Capita GNP at Current Prices (U.S.$) 711 
Percentage Breakdown of GDP 
at Current Prices by Major Sectors: 


Agriculture 16.7 
Manufacturing 22.1 
Wholesale & Retail Trade LSet 
Services 14.1 
GNP at Constant (1972) Prices 14,339 
Gross Fix Capital Formation at Current Prices 38,853 
Labor Force (in thousands) 27,140 
Unemployment Rate (%)* 6.1 


MONEY AND PRICES 


Money Supply (M1) 3,320 
Commercial Bank Prime Rate (%) 16.04 
Indices: 
Producer Prices (1976=100) 169.0 
Consumer Prices (1976=100) 194.1 


TRADE AND BALANCE OF PAYMENTS 


Total Exports, FOB 7,125 

Exports to U.S. 1,401 
Total Imports, CIF 9,255 

Imports from U.S. 1,048 
Balance of Trade - 2,130 
Earnings from Tourism 1,171 
Remittances from Overseas Workers 877 
Current A/C Balance -1,545 
Net Capital Movements 1,895 
Overall Balance of Payments 459 
Net International Reserves 2,708 
External Public Debt 9,478 
Annual External Debt Service (Total) 2,189 
Debt Service Ratio (%) 21.9 
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Leading Import Items from U.S.: (1987) (Mill.$): Electrical components & parts 


(389.1), Aircraft and spacecraft (362.6), Synthetic resins, rubber & plastic 
(55.2), Cotton and cotton waste (47.1), Organic chemicals & related products 


(45.6), Telecommunications equipment (45.4), Parts of office machines (42.0), 


Precious Stones (30.1) (U.S. Department of Commerce) 


Footnotes: e - estimate, p - preliminary, * - includes available but not 


looking for work 


Note: To avoid discrepancy due to changing rates of exchange in 1986 and 1987 
Trade data for 


percent changes for 87/86 are not presented in some categories. 
leading import items were taken from U.S. sources and differ in concept and 


therefore results from Thai source data. 


Sources: National Economic and Social Development Board; Bank of Thailand; 


Business Economic Dept., Ministry of Commerce; Customs Dept., 


Ministry of Finance 











SUMMARY 


Real GNP growth accelerated to 7 percent in Thailand in 1987, as 
the export-led growth that began in 1986 spread widely through the 
domestic economy. Agriculture remained an exception: poor 
weather was the major factor causing a stagnation in the sector's 
output. Nominal GDP grew to $46.6 billion at year-end 1987, 
equivalent to $870 per capita. 


Thailand's fiscal performance improved markedly in FY 1987 as 
revenue collections outpaced expenditure growth and the national 
budget cash deficit fell. Monetary policy loosened in an effort 
to stimulate growth; consumer price inflation was 2.5 percent. 
Official unemployment remained at 6.8 percent. 


Thailand's impressive export growth continued in 1987, with the 
value of exports growing by over 32 percent and export 
diversification continuing. The value of imports -- largely raw 
materials and capital goods -- was up over 40 percent, resulting 
in a wider trade deficit. Tourism earnings ($1.9 billion) and 
remittances helped in counteracting the trade deficit; net 
capital inflows were largely responsible for an overall 


balance-of-payments surplus. The debt-service ratio fell to 16.9 
percent. 


The year 1988 will be even better for the Thai economy. The 
agriculture sector has bounced back, an investment boom continues, 
and it will be another banner year for tourism. Real growth 
should be 8 or 9 percent, and there will be a further improvement 
in the fiscal situation. Inflation will accelerate, however. The 
government has expressed its intent to deal with infrastructure 
constraints, the major cloud on the economic horizon. 


Bilateral relations between the United States and Thailand are 
very good, although Thailand's growing role in the world economy 
has inevitably given rise to some trade frictions. U.S./Thai 
bilateral trade is booming and could approach $5 billion in 1988. 
The U.S. Government encourages and assists U.S. business 
interested in a broader economic and commercial relationship 
between the United States and Thailand. 


MACROECONOMIC SITUATION AND PROSPECTS 


ECONOMIC GROWTH: According to preliminary figures, Thailand's 
real gross national product (GNP) grew by 7 percent in 1987, up 
from 4.3 percent for 1986. Real gross domestic product grew by 
7.1 percent in 1987 and by 4.7 percent in 1986. During 1987, the 
export-led growth that began in mid-to-late 1986 spread broadly 
through the domestic economy. The acceleration in growth was in 
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response to significant increases in commercial and residential 
construction, additional spending on consumer products, and 
increases in receipts from tourism and other services. sAccording 
to the Bank of Thailand (Central Bank), private investment 
expenditures were up by 20 percent in 1987 after 2 years of 
sluggish growth due to low growth in the economy and to remaining 
uncertainties over Thailand's medium-term prospects. The 
agriculture sector was the economy's weak spot, in large part 
because of a second year of adverse weather and, until the fourth 
quarter, anemic prices. 


Year-end GNP reached $46.6 billion equivalent (at the 1987 average 
exchange rate of 25.71 baht to the U.S. dollar). On a per capita 
basis, GNP in current dollars reached $870. However, this figure 
masks significant disparities. The Embassy estimates that per 
capita GNP in the Bangkok area was at least $2,300 at year-end 
1987, or close to the GNP per capita for South Korea. The 
comparable figure for other regions of Thailand could have been as 
low as $300, although there is widespread agreement that the 
economic condition of the vast majority of the Thai population has 
improved considerably from a decade earlier. 


AGRICULTURE SECTOR: While some 80 percent of Thailand's 
population continues to live in areas the Royal Thai Government 
classifies as "rural," the importance of the agriculture sector as 
a contributor to GDP and to receipts from merchandise exports has 
declined in recent years. The National Economic and Social 
Development Board's (NESDB) revised figures indicate that 
agriculture accounted for 15.9 percent of 1987 GDP, down from 24.8 
percent a decade earlier. The crop production subsector accounted 
for about two-thirds of that total. According to the NESDB, real 
growth in the sector as a whole was a negative 2.6 percent in 1987 
after 1.4 percent growth in 1986. With the exception of livestock 
(buoyed by higher poultry production), each of the subsectors 
recorded negative growth in 1987. The crop production sector 
declined by 4.5 percent due to drought-induced lower production of 
rice, corn, and other main crops. However, sharply higher 
year-end rice prices helped counteract the reduced production 
levels. Many farmers routinely supplement their incomes from 
non-farming sources, such as temporary jobs in Bangkok or by 
part-time or seasonal work such as mining gems. 


MANUFACTURING SECTOR: Thailand's increasingly sophisticated 
manufacturing sector accounted for some 24.1 percent of gross 
domestic product at the end of 1987, up from 20.2 percent a decade 
earlier. According to preliminary estimates, real growth in the 
sector accelerated from 9.1 percent in 1986 to 10.2 percent last 
year. The export-oriented component of the sector continued to be 
dynamic, attributable to, among other factors, the recent growth 
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in export-oriented direct investment, the price competitiveness of 
Thai products -- both because of labor productivity and the 
currency realignments in recent years -- and to government 
policies which encourage exports. Industries where production has 
increased rapidly include textiles and apparel, gems and jewelry, 
electronics, and processed food. Production for the domestic 
market was also an important factor in boosting 1987 output. High 
growth industries included construction materials (production up 


20 percent), foods and beverages, electrical appliances, and motor 
vehicles and components. 


OTHER SECTORS: Sharply higher domestic demand contributed to 
accelerating growth in the wholesale and retail trade sector, 
which grew by about 11 percent in 1987. Thailand's comparative 
advantage in the provision of services became more apparent during 
1987. Thailand hosted close to 3.5 million tourists during 1987's 
"Visit Thailand Year", up 24 percent from the 1986 total. 

Receipts from tourism were some $1.9 billion, making tourism again 
the country's single most important source of foreign exchange 
earnings. Other sectors showing significant real growth in 1987 
included mining (8.9 percent), financial services (10.8 percent), 
transportation (8.6 percent), and construction (7.3 percent). 
Construction activity in and outside of Bangkok became so vigorous 
that builders reported shortages of construction materials, 
particularly steel bars and cement. 


FISCAL PERFORMANCE 


The fiscal performance of Thailand's central government during FY 
1987 (year-ending September 30, 1987) represented a marked 
improvement over recent years. The Bank of Thailand posits 
revenues at $7.5 billion equivalent, expenditures at $8.1 billion 
equivalent, and the resultant cash deficit $0.6 billion 
equivalent, or some 1.5 percent of GDP. The cash deficit was 
reduced -- it was 2.6 percent of GDP in FY 1986 -- as a result of 
a cautious policy on expenditures and improved revenue 
collections. Central government revenues rose by about 16.5 
percent between FY 1986 and FY 1987. A higher level of economic 
activity accounted for much of the improvement in collections, 
although better tax administration also played a role. 


There is less and less timely information about the fiscal 
performance of the rest of the public sector, comprising more than 
60 state enterprises and the operations of local governments. The 
Embassy estimates that the national government budget accounts for 
roughly 50 percent of total public sector spending. The state 
enterprises as a whole make a fiscal contribution to the national 
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budget, although individual enterprises vary from the well managed 
and profitable to poorly managed and money-losing. 


MONETARY POLICY AND INFLATION 


The Bank of Thailand officially described itself as promoting a 
"more relaxed and flexible" monetary policy in 1987 as part of a 
government effort to promote higher economic growth. As memories 
of the serious fiscal and trade imbalances that Thailand faced in 
the early-to mid-1980's faded somewhat, the Bank permitted the 
broad money supply (M2) to grow by some 20 percent, versus a 
growth of 13.4 percent in 1986. Significant excess liquidity 
prevailed in the banking system through most of 1987 -- which kept 
downward pressure on interest rates -- because of large foreign 
exchange inflows and lags in translating higher levels of business 
activity and increased optimism about Thailand's economic 
prospects into higher loan demand. Liquidity began to tighten 
during late 1987, however, as loan demand increased and many 


depositors shifted their assets to the Securities Exchange of 
Thailand. 


Thailand's official Consumer Price Index increased by 2.5 percent 
in 1987, an acceleration from 1.9 percent in 1986. Higher food 
prices because of adverse weather conditions explain part of the 
increase; currency realignment also drove up the price of imports 
from Japan and Europe. This "imported inflation" was evident in 
the 5.9 percent increase in the Producer Price Index during 1987. 
This Index has recently replaced the Wholesale Price Index as one 
measure of inflationary pressures in Thailand. 


INCOME DISTRIBUTION AND LABOR 


Thailand's policy of promoting export-led growth by encouraging 
processing and manufacturing industries has been a major factor in 
bringing about higher income levels more broadly distributed in 
the Bangkok area and in those few other locations where 
manufacturing (and to some extent the tourism industry) are major 
activities. The Bank of Thailand estimates that, on average, real 
incomes rose by about 11 percent last year, versus 6.2 percent in 
1986. Reliable information on income distribution countrywide is 
spotty although improving. The general view is that income levels 
outside the Bangkok area are growing at a slower rate and that, 
given Thailand's comparative advantage in food production, 
malnutrition and other problems associated with poverty-level 


income are far less common in Thailand than in most developing 
countries. 
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Thailand's labor force grew by 3.2 percent during 1987 -- about 
double the rate of population growth -- and reached 29 million at 
year-end. Official unemployment was 6.8 percent. The extent of 
underemployment is unclear. In April 1987, the government decreed 
an increase in the minimum wage. In Bangkok and eight other 
provinces, the minimum wage is 73 baht per day (less than $3). 
Lower minimum wages prevail in other provinces. The minimum wage 
is operative for the bulk of the labor force. About 12 percent of 
the industrial labor force is unionized, with heavy union 
representation in the state enterprises. 


EXTERNAL SECTOR 


BALANCE OF TRADE: Thailand's merchandise exports grew by over 31 
percent in dollar terms in 1987, with exports reaching $11.7 
billion equivalent on a customs basis (FOB, preliminary figure). 
Thailand's strategy of diversifying both the range of its exports 
and its trading partners was evident in 1987 as growth in 
nontraditional and higher value added exports outpaced the eight 
traditional categories. The rate of growth in Thai imports was 
even higher: the value of merchandise imports rose to $13 billion 
(preliminary figure, CIF basis), up 41.5 percent in dollar terns 
from 1986. As a consequence, the trade deficit more than tripled, 
reaching about $1.3 billion. Growth in imports of capital goods 
for industry and in raw materials for processing were considerably 
higher than the average rate of growth, suggesting that the 
widening trade deficit will likely correct itself as factories 
step up production for export. 


Earnings from tourism ($1.9 billion) and remittances from Thai 
workers ($0.8 billion) were major factors contributing to a 
positive balance on the services and transfers account, enabling 
Thailand to record a current account deficit of less than $600 
million. Net capital inflows of over $800 million were 
instrumental in turning around the current account deficit. While 
borrowing from the multilateral development banks has been 
declining, private foreign investors have become important sources 
of funds. Foreign interest in the Thai stock market became more 
apparent during 1987, although many foreign investors sold off 


their holdings in the wake of the October 1987 international stock atid 
market turbulence. 


After taking account of errors and omissions, Thailand's overall 
balance-of-payments surplus was about $700 million last year, 
enabling Thai authorities to boost net international reserves to 
$5.4 billion, equivalent to the value of about 4.7 months of 
imports at the higher 1987 levels. 
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Prudent external debt management policies, falling international 
interest rates in 1986 and part of 1987, and the high growth of 
Thai exports have permitted a steady decline in Thailand's 
debt-service ratio, which fell from 20.1 percent in 1986 to 16.9 
percent last year. Debt service in 1987 was $2.6 billion. 
Thailand's total external debt was about $17.5 billion at year-end 
1987, the 9.2 percent increase in the stock of debt largely 
attributable to valuation adjustments. 


OUTLOOK FOR 1988/MEDIUM TERM 


This year will be an even better year for the Thai economy. Real 
GNP growth should be 8 to 9 percent, with agriculture growing by 
as much as 7 percent. With the exception of corn, all major crops 
and agricultural products should be produced in higher volumes; 
prices for rubber and sugar should increase. More normal weather 
should help ensure that the volume of rice exports will approach 
the high level of last year. Rural areas were also helped by 
spending related to July 1988 elections for a new National 
Assembly. Manufacturing output should grow by at least 10 


percent, while the services and trade sector will have 8 percent 
growth. 


Fiscal performance will improve further. Actual revenue 
collections were up by about 28 percent during the first 9 months 
of FY 1988 (ending June 30, 1988), while actual expenditures rose 
by an estimated 9.3 percent, resulting in a surplus in the 
government's cash balance account. Inflation accelerated during 
early 1988 and was a source of concern at the Bank of Thailand and 
elsewhere. Inflationary pressures dampened at midyear. For 1988 
as a whole, the Consumer Price Index should increase by no more 
than 5 percent. Liquidity has continued to tighten prompting more 


competition among banks for funds, which should result in higher 
interest rates. 


Tourist arrivals should exceed four million this year, generating 
receipts of perhaps $2.5 billion while the value of merchandise 
exports should grow by 25 percent at least; imports will continue 
to grow at an even higher rate, resulting in a trade deficit of as 
much as $2.8 billion. Again, capital goods are setting the pace 
in import growth. The current account deficit will likely widen 
to a maximum of 2 percent of GNP. Higher capital inflows (and 
errors and omissions) will more than compensate, however, 
resulting in an overall surplus in excess of $1 billion. The 
debt-service ratio could decline to about 14 percent. 


There is little reason to expect any significant deceleration in 
Thailand's real economic growth over the next few years. Beyond 
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that, annual growth at or above 6 percent could be jeopardized by 
bottlenecks already starting to become apparent. There is 
increasing public recognition that Bangkok's infrastructure -- 
ports, communications, roads and mass transit, and electricity -- 
is already overtaxed and will come under more pressure. Efforts 
to promote industrial decentralization and infrastructural 
development outside the Bangkok area will take years to implement 
and will be only a partial solution. 


In addition to infrastructure, Thailand will also need to devote 
increasing attention to the inadequate number of newly available 
managers and technical personnei. While the operation of the 
commercial banking system has improved since the mid 1980's, there 
is. the need for further strengthening and carefully managed 
development of the financial sector. The Royal Thai Government 
will also need to continue pursuing prudent fiscal and monetary 


policies in the context of a private sector -- and outward looking 
-- development strategy. 


BILATERAL RELATIONS 


Relations between the Governments of the United States and of 
Thailand are very good. The two governtents have long shared many 
common interests, including the consolidation of constitutional ~ 
government in Thailand that promotes an improved living standard 
for its people, the protection of Thailand's sovereignty against 
external military threats and the preference for the peaceful 
settlement of disputes, a growing world economy where 
international trade can flourish, and the eradication and 
interdiction of illicit drugs. The United States has sought to 
build upon these interests in the post World War II period through 
bilateral programs of economic, military, and technical 
assistance, the negotiation of a revised Treaty of Amity and 
Economic Relations in 1966, and by working with Thailand in 
regional and world organizations. 


While numerous areas of agreement exist and serve to strengthen 
understanding and cooperation between the United States and 
Thailand, U.S. calls upon Thailand to play a role in the world 
economy commensurate with its growing economic importance have 
given rise to frictions and strains on otherwise very good 
bilateral relations. Particularly since 1985, and as part of a 
global policy enjoying bipartisan support in the United States, 
the U.S. Government has sought improvements in the Thai regime for 
protecting U.S. intellectual property rights comparable to those 
standards achieved in other East Asian countries. The Embassy 
sees these efforts as compatible with our objective of 
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promoting a more fruitful relationship between the United States 
and Thailand. 


OPPORTUNITIES FOR U.S. EXPORTS 


The U.S. share of Thailand's total trade is about 15 percent, 
behind Japan's 20 percent. The volume of two-way trade has grown 
rapidly in recent years. According to U.S. Department of Commerce 
figures, U.S. exports to Thailand rose from $936 million in 1986 
to $1,545 million in 1987. For the first 6 months of 1988, U.S. 
exports, at $864 million, were 68 percent higher than during the 
corresponding period of 1987. Growth has been especially strong ~ 
in agriculture: January to June 1988 exports exceeded 1987's 
total. Total two-way U.S./Thai trade in 1988 could approach $5 
billion. Aircraft deliveries accounted for much of this 
significant growth. 


BEST PROSPECTS 


Thailand's bright economic prospects, spurred by an investment 
climate that should attract continuing major inflows of private 
capital, make the Thai market an attractive and potentially very 
profitable one. While U.S. firms can expect strong competition 
from companies headquartered elsewhere, opportunities in Thailand 
merit serious investigation and aggressive pursuit in many 
sectors. Officials throughout the Royal Thai Government have told 
the Embassy they would welcome project proposals from U.S. 
companies, in part to reduce the risk of Thailand becoming too 
dependent on a small number of companies for its technology, 
capital, and management inputs. As evidenced by the growing 
number of Thai students pursuing technical and managerial courses 
of study in the United States, there is wide recognition in 
Thailand of U.S. expertise in these areas. In the Embassy's view, 
the following sectors offer the best prospects for expanding 
exports of U.S. goods and services over the 1988-89 period. 


FOOD PROCESSING AND PACKAGING EQUIPMENT: Thailand has embarked on 
a major effort to become one of the world's leading producers and 
exporters of processed food. Thailand now ranks as the world's 
leading exporter of canned tuna and canned pineapple and is 
rapidly increasing exports of processed fish and poultry. The 
Thai fruit and vegetable industry is also seeking a major 
expansion of its exporting capacity, on occasion via joint venture 
or licensing arrangements. The Thai market for such equipment 
could grow by 10 percent per year through 1991. 
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COMPUTERS AND PERIPHERALS: Total Thai market demand for computers 
and peripherals was estimated at $200 million for 1987, all of 
which were imported. Market growth should be at least 30 percent 
annually as government agencies, universities, and private 
businesses strive to upgrade their capabilities and automate their 
operations. The U.S. Government's Trade and Development Program 
(see page 12) and the Embassy are assisting the Thai Bankers 
Association and the Securities Exchange of Thailand in these 
upgrading efforts. Market prospects would be enhanced if 
providers of computer hardware and software were assured that 
computer programs had effective copyright protection in Thailand. 


AGRICULTURAL PRODUCTS: In addition to increased consumption of 
traditional imports (i.e., cotton, tobacco), there is strong 
growth in livestock genetics to upgrade Thai herds and in U.S. 
hardwoods to take advantage of low-cost and skilled carpentry. 
Imports of wheat and apples are also expected to increase. There 
are good oportunities for high-value grocery items. 


MEDICAL EQUIPMENT AND SUPPLIES: There is a growing need for 
hospitals, clinics and other medical facilities in Thailand, both 
to serve Bangkok's growing population and to complement efforts to 
develop industrial and tourist activities outside Bangkok. The ~ 
Thai market for medical equipment and supplies had grown to about 
$78 million at the end of 1986, with annual growth rates of 10 ~ 
percent or above forecast into the future. 


TELECOMMUNICATIONS EQUIPMENT: The Thai market for 
telecommunications equipment was some $263 million in 1986 and 
growth is likely to average 5 to 7 percent until 1989. The 
Ministry of Transport and Communications recognizes the need to 
provide additional communications facilities and equipment in 
support of Thailand's industrial development and diversification. 


INVESTMENT CLIMATE AND OPPORTUNITIES 


Thailand welcomes foreign investment as a means of promoting 
economic development, employment, technology transfer, and export 
diversification. The Investment Promotion Act of 1977 provides 
the basic framework for investment. The Alien Business Law 
imposes certain restrictions. Thailand's Board of Investment 
offers incentives to Thai and foreign investors who apply and 
commit themselves to, for example, exporting at least 80 percent 
of their production, or locating outside the Bangkok area. 


The value of U.S. direct investment in Thailand is at least $4 
billion, probably accounting for one-third of the value of all 
foreign investment. Firms from the United States have fallen well 
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behind those from Japan, Taiwan, and other countries in 
establishing new investments in Thailand, although U.S. investors 
established here are almost without exception highly positive 
about their operations in Thailand and are reinvesting heavily. 


OPIC programs are available to assist U.S. investors interested in 
Thailand. 


FOR FURTHER INFORMATION 


The Embassy in Bangkok, in cooperation with the Departments of 
Commerce, Agriculture, and State in the United States, stand ready 
to assist U.S. businesses interested in broadening U.S./Thai 
commercial relations. Those in the United States should make the 
nearest district office of the Department of Commerce their first 
point of contact. Trade specialists there can provide both 
general briefing materials and specific assistance such as the 
Agent/Distributor Service, credit information on individual Thai 
importers or prospective agents, recent market research studies, 
and guidance on upcoming trade promotion events. The country 
specialists for Thailand in the Commerce Department's 
International Trade Administration and in the Foreign Agricultural 
Service, USDA, can also be valuable sources of assistance. Other 
Washington-based sources of assistance include the Trade and 
Development Program, which will consider providing financing for 
pre-feasibility studies in Thailand if such studies are likely to 
lead to incremental U.S. exports, the Export-Import Bank, and the 
Overseas Private Investment Corporation. Representatives of the 
U.S. business community are also invited to contact the office of 
Thailand/Burma Affairs, Department of State. Business visitors to 
Bangkok are welcome to make an appointment to meet with 
appropriate Embassy personnel to discuss their business interests 
and learn about information and assistance suited to their needs. 
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